D Din KKOX LIBRARY 
.o*. I'wtuRAOJATI uCHOOt 



NAVAL POSTGRADUATE SCHOOL 

Monterey, California 




THESIS 



Implications of U.S. Arms Sales 


to Iran 


by 




James Walter Mueller 




and 




Eric Beasley Nye 
March 1977 




Thesis Advisor: 


B. Huff 



Approved for public release; distribution unlimited. 



T 1 78052 



SECURITY CLASSIFICATION OF THIS PAGE (Whan Data Entarad) 



REPORT DOCUMENTATION PAGE 


"READ INSTRUCTIONS 
BEFORE COMPLETING FORM 


I. REPORT NUMBER 


2. GOVT ACCESSION NO. 


3. RECIPIENT'S CATALOG NUMBER 


4. TITLE (and Subtltf ) 

Implications of U.S. Arms Sales to Iran 


5. TYPE OF REPORT « PERIOD COVERED 

Master's Thesis 
March 1977 


6. PERFORMING ORG. REPORT NUMBER 


7. authors 

James Walter Mueller 
Eric Beasley Nye 


8. CONTRACT OR GRANT NUMBERfi) 


9. PERFORMING ORGANIZATION name ano aooress 

Naval Postgraduate School 
Monterey, California 93940 


10. PROGRAM ELEMENT. PROJECT, TASK 
AREA 6 WORK UNIT NUMBERS 


It. CONTROLLING OFFICE NAME ANO AOORESS 

Naval Postgraduate School 
Monterey, California 93940 


12. report oate 

March 1977 


• 9. NUMBER OF PAGES 

155 


14. MONITORING AGENCY NAME ft ADORESSff/ dllfront from Controlling Olllet) 

Naval Postgraduate School 
Monterey, California 93040 


15. SECURITY CLASS, (of thla raport) 


15 •. DECLASSIFICATION/ DOWN GRADING 
SCHEOULE 



16. DISTRIBUTION STATEMENT (of thl a Raport) 



Approved for public release; distribution unlimited. 



17. DISTRIBUTION STATEMENT (of tha abatract antarad in Block 20, if dllfarant from Raport) 



is. supplementary notes 



18. KEY WOROS (Contlnua on rawataa alda If nacaaaary and idantlfy by block numbat) 

Iran Stability 

Arms sales U.S. Foreign Assistance 

Oil 

Persian Gulf 

20. ABSTRACT (Contlnua on ravaraa alda If nacaaaary and Idantlfy by block numbar ) 

Current U.S. arms sales to Iran were investigated against the 
background of charges that the sales were "out of control," and 
that the U.S. was becoming a modern-day "merchant of death" in 
the Persian Gulf. Iran's arms requirements were analyzed in the 
light of Iran's perceptions of local and regional threats, her 
desire for area stability, and her need to protect her oil re- 
sourses and shipping lanes. Rationales for U. S. supply of arms 

DD 1 j an*7J 1473 EDITION OF 1 NOV 6S IS OBSOLETE 
(Page 1) S/N 0102*014*6601 I 



1 



SECURITY CLASSIFICATION OF THIS FACE fWffn Dmf Kntoro 



j\-cu**iTv classification or this n»t« Em * r+i 



Item 20 (Cont'd) 

to Iran were also examined, including the mutuality of national 
interests, the high U.S. dependency on Persian Gulf oil, and the 
benefits of arms sales to U.S. defense industries. Major impli- 
cations of the arms sales are the dependency of Iran's armed 
forces on U.S. support, and the unwritten commitment of the U.S. 
to supply that support for the next decade. Iran and the United 
States will reduce their strong interdependency in the future, as 
the U.S. adopts a more restrictive arms sales policy, and Iran 
shops in other countries for arms. 



DD Form 1473 
_ , 1 Jan 73 
S/N 0102-014-6601 



2 



SECURITY CL AISIFICATION C F THIS *AGEf*>i«n enfrmd) 



Approved for public release; distribution unlimited. 
Implications of U.S. Arms Sales to Iran 



by 



James Walter fueller 

Lieutenant Commander, United States Navy 
B . A. , University of Minnesota, 1963 

and 

Eric Beasley Nye 
Lieutenant, United States Navy 
B. A. , Oberlin College, 1970 



Submitted in partial fulfillment of the 
requirements for the degree of 



MASTER OF ARTS IN NATIONAL SECURITY AFFAIRS 



from the 

NAVAL POSTGRADUATE SCHOOL 
March 1977 



ABSTRACT 



Current U.S. arms sales to Iran were investigated against 
the background of charges that the sales were "out of control," 
and that the U.S. was becoming a modern-day "merchant of death" 
in the Persian Gulf. Iran's arms requirements were analyzed 
in the light of Iran's perceptions of local and regional 
threats, her desire for area stability, and her need to pro- 
tect her oil resources and shipping lanes. 

Rationales for U.S. supply of arms to Iran were also 
examined, including the mutuality of national interests, the 
high U.S. dependency on Persian Gulf oil, and the benefits of 
arms sales to U.S. defense industries. Major implications of 
the arms sales are the dependency of Iran's armed forces on 
U.S. support, and the unwritten commitment of the U.S. to 
supply that support for the next decade. 

Iran and the United States will reduce their strong inter- 
dependency in the future, as the U.S. adopts a more restrictive 
arms sales policy, and Iran shops in other countries for arms. 
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INTRODUCTION 



I . 

Since Fiscal Year 1972, U. S. arms sales to the govern- 
ment of Iran have totaled a staggering $10.4 billion through 
July, 1976. In annual figures, these sales have shown an 
almost seven-fold increase from $524-million in Fiscal Year 
1972 to $3. 9-billion in Fiscal Year 1974. ^ 

Although the annual rate dropped somewhat to $2. 6-billion 

in Fiscal Year 1975 and was estimated to be $1. 3-billion in 

2 

Fiscal Year 1976, it was expected that U. S. sales of military 
hardware and support services to Iran would continue to be 

3 

at or near the $2-billion-per-year level into the 1980's. 

The pace may have slackened, but the level of sales will 
remain high. Recently these arms sales to Iran have been 

4 

described in the U. S. Congress as "out of control." Not 
only have the sales to Iran increased sharply in dollar value, 
but also they have become all-encompassing in nature. 

Consider some of the recent U. S. deliveries and sales 
contracts: 80 F-14 fighter aircraft equipped with the most 



^U. S. Congress, House Committee on International Relations, 
United States Arms Sales to the Persian Gulf , p. 5, U. S. 
Government Printing Office, Washington, D. C. , 1976. 

2 

U. S. Congress, U. S. Senate Committee on Foreign Relations, 
U. S. Military Sales to Iran , p. VIII, U.S. G.P.O., 1976. 

3 

"Secretary Kissinger Attends Session of U.S. -Iran Joint 
Commission," Department of State Bulletin , 6 Sep 76, p. 310. 

4 

U. S. Senate, U. S. Military Sales to Iran, p. XIII. 
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modern air-to-air missile system - the Phoenix (100+nm range) ; 
four Spruance-class modern, multi-purpose destroyers which 
will be better equipped and armed than the U. S. models; 300 
F-16's the U. S. Air Force's latest fighter/bomber; and 250 
F-18L's, the land-based version of the U. S. Navy's newest 
fighter design. 

The list goes on almost endlessly: 209 F-4 f ighter/bombers , 

12 RF-4's - the reconnaissance version, 170 F-5 fighters, six 
P-3 patrol planes, 56 C-130 cargo aircraft, 13 KC-707 tanker 
aircraft, and 12 Boeing 747 transport aircraft. 

Other purchases and orders include U. S. M-60 tanks, the 
improved Hawk surface-to-air missile system, M-113 armored 
personnel carriers, 155mm and 175mm self-profelled guns, TOW 
and Dragon anti-tank missiles, advanced attack, transport, 
and minesweeping helicopters, and Harpoon anti-ship missiles. 

With this huge influx of military hardware has come a 
corresponding increase in the number of U. S. military and 
civilian personnel in Iran to help manage the deliveries, 
provide and oversee the training program, aid assist in the 
maintenance of these new and very sophisticated weapons. 

The number of U. S. personnel in Iran has grown from 
approximately fifteen to sixteen- thousand in 1972 to twenty- 
four-thousand in 1976.5 It could easily reach fifty-thousand 

g 

or higher by 1980. 



^U. S. Senate, U. S. Military Sales to Iran , p. VIII. 
^Ibid. , p. 1 . 
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It must be re-emphasized that these arms contracts and 
deliveries have been cash sales; not grants, aid, or loans. 

The Iranians generally have paid top-dollar prices in cash 
for the latest weapons systems they desired. Even so, there 
has arisen a host of questions about various facets of the 
recent large-scale military sales by the U. S. to Iran. 

Some of the more commonly-asked questions are listed 
here. Is the U. S. promoting stability in the Persian Gulf 
or fueling an arms race? Does the U. S. really gain influence 
in Iran through the arms sales, or is the U. S. entangling 
itself in future undesirable conflicts through its technical 
involvement with the Iranian military? 

By arming Iran, is the U. S. protecting Persian Gulf oil 
from Soviet aggression; or is the U. S. in effect paying 
ransom in arms for OPEC oil? Some suggest that the U. S. 
should determine Iran's legitimate defense needs and sell 
arms accordingly. Others ask whether the U. S. has a rational 
arms sales policy; and if so, who in the Congress, the Depart- 
ment of State or the Department of Defense controls it. 

Is the Shah of Iran expanding the roles of Iran's military 
to meet real threats, or is he fostering a re-birth of Persia's 
ancient military might? Can he find the trained personnel to 
man his new weapons without diverting manpower from Iran's 
much-needed internal development programs? 

Does the quantum jump in the size of his armed forces 
make him more independent of the U. S. for defense, or more 
dependent on U. S. technological know-how and logistical 
support to make his modern equipment work? 
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These are some of the questions currently addressed by 
a wide range of scholars, congressmen, and defense experts. 

The objective of this research is to answer these questions 
and to outline the future implications to the U. S. of its 
arms sales to Iran. 

The methodology is the descriptive, case-study approach 
which draws on a large volume of recent articles, papers. 
Congressional reports, studies, and books. 

The Iranian arms sales are examined against the background 
of an historical perspective of Iranian foreign relations. 

The Iranian requirements for arms and its real and potential 
threats are analyzed in Chapter III. Next U. S. interests in 
arms for Iran, the Persian Gulf, and the Indian Ocean are 
investigated. Chapter V takes three major issues, oil, arms, 
and stability - and examines them from U. S. and Iranian per- 
spectives . 

The concluding chapter synthesises the implications drawn 
from the similarities and differences in those two perspectives. 
Recommendations for alternative U. S. policies are presented, 
including forecasts of Iranian reactions to changes in U. S. 
policy. 
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II. HISTORY OF IRAN AND ITS RELATIONS WITH THE WEST 



Initial contact between Iran and the West was made in 63 

B.C. when the Roman Emperor, Pompey, conquered the Selucids 

7 

and extended the Roman Empire into present-day Iraq. 

In the 16th and early 17th Centuries A.D., Shah Abbas, 
a native Persian shah, opened Persia to European influences; 
exchanging ambassadors with Russia, England, and other Euro- 
pean countries. He also opened Iran to the European sea 

. , 8 
trade . 

Iran's modern boundaries were drawn in the 19th Century 
at the conclusion of various wars between Iranian, British, 

9 

and Russian forces. 

In 1828 the Treaty of Turkmanchay gave Russian commercial 
and consular agents entrance to Persia. The British awoke at 
this time to the danger implicit to their empire in India of 
Russian influence in Iran.^ 

The British, through the entrepreneur, Baron von Reuter, 
gained the concessions in 1872 to build railways and industries 
in Iran. The concession was later relinquished under Russian 
pressure . 

7 . 

American University, Area Handbook for Iran , p. 44, 

U. S. Government Printing Office, 1971. 

8 Ibid . 

9 

Ibid . , pp . 54 , 55 . 

^ Encyclopedia Britannica , 15th Edition, vol. 9, p. 860, 
Benton, 1974. 
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The foreign concessions did their part in awakening 
nationalism in Iran. The popular protests that arose in 
1889 against a tobacco concession to the British led to its 
cancellation. 

The British obtained the first oil exploration concession 
in Iran. It was granted to William D'Arcy in 1901, although 
oil was not actually discovered until 1908. 

Iranian nationalists finally wrested a constitution and a 
parliament, the Majles, from Shah Mozzafar od-Din in 1906 
shortly before his death. 

The British and the Russians, fearing the growing threat 
of German encroachments in Iran, divided the country into 
spheres of influence with the Anglo-Russian convention of 
1907. The Russians took the northern provinces, and the 
British, the southeastern. The southwest with its oil riches 
yet undiscovered, was left neutral. 

This imperialistic division outraged the Iranian parliament. 
In 1908 the new Shah, Mohammed Ali, suppressed the Majles, 
killing many members in a shelling attack by the Persian 
Cossack Brigade. The Brigade was staffed with Russian officers 
hired under contract by the Shah. 

Popular uprisings around the country left the Shah power- 
less to quell them. Russian troops occupied Tabriz in 1909, 
where one such rebellion flourished, under the pretext of 
protecting Russian nationals. 

By July, 1909, nationalists forces deposed Mohammed Ali in 
Tehran, sent him in flight to Russia, and called his eleven- 
year-old son, Ahmed Mirza, to the throne. 
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The Russians occupied the city of Kazvin, again under the 
pretext of protecting their nationals. The British protested 
the Russian action, and competition between the two powers 
intensified. 

The new Iranian regime called on the United States as an 
outside balancing power to manage Iran's poor finances. In 
1911 an American named William Morgan Shuster acted as Iran's 
treasurer for nearly a year until his dismissal in December 
under pressure and threats from Russia. 

In 1913 the British Navy converted from coal to oil, 
focusing British, if not world attention on Iran's primary 
natural resource. During World War I, Britian and Russia 
occupied parts of Iran to protect the oil and other conces- 
sions from the Turks. 

After the war and the Russian Revolution of 1917, the 
British feared the spread of Bolshevism to India by way of 
Russian influence in Iran. The British offered twelve-million 
pounds-worth of financial and military assistance to Iran in 
1919 - an offer which, if accepted, would have amounted to 
British suzerainty in Iran. The Majles refused to ratify 
the agreement. 

The Russians, for their part, attempted to establish a 
Soviet Socialist Republic in Gilan Province of northern Iran. 
Having failed at this experiment after a year, the Soviets 
signed a Treaty of Friendship with Iran in February, 1921, 
cancelling all Tsarist treaties and concessions, and all 
Soviet claims against Iran. Article Six, however, was a 
provision for the Soviet Union to intervene militarily in 
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Iran, should Iran ever be used by a third power as staging 
ground for hostilities against Russia. 

In February, 1921, a young officer of the Persian Cossack 
Brigade named Reza Kahn staged a coup d'etat in conjunction 
with a political writer, Sayyid Zia ad-Din. Between 1921 
and 1925 Reza Kahn rose to power as war minister, and as 
prime minister, supplanting his cohort in the process. 

Reza Kahn renamed himself Reza Pahlavi and was elected 
shah by the Majles in 1925. Reza Shah thus deposed Ahmad 
Mirza, the last of the Qajar rulers of Persia. 

Meanwhile foreign interest and involvement in Iran con- 
tinued unabated. A second American mission came to Iran in 
1923 under the direction of Arthur Millspaugh, again for the 
purpose of managing finances. Under Millspaugh 's successful 
leadership, Iran's revenues steadily increased. His contract 
ran out at the end of 1926, however, and was not renewed. 

Relations with the Soviet Union centered around a dispute 
over the Russian concession in the Caspian fishing industry. 
The issue was settled in the Russians' favor in 1926 after 
they had placed a trade embargo on Iran. 

Reza Shah responded in 1927 by renouncing the extrater- 
ritorial rights of all foreign countries in Iran. Disputes 
with Great Britain over the D'Arcy oil concession continued 
nonetheless until 1933. The negotiations concluded that year 
granted better terms to Iran on oil profits from the British- 
dominated Anglo-Iranian Oil Company. 

Reza Shah's compaign to rid Iran of foreign influence 
continued in 1935 when he removed British access to two 
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coaling stations. Further friction with the British came 
from Iran's territorial claim to the Bahrain Islands. 

Reza Shah officially changed the name of his country from 
Persia to Iran in 1935. 

Iran's relative freedom from foreign domination was 
demonstrated in August, 1938 with the opening of the first 
railroad. It ran from the Caspian Sea to the Persian Gulf, 
and was built without incurring debt to any foreign country. 
Germany at this time did, however, exert a dominant influence 
in Iran through industrial exports, technical assistance, and 
propaganda. 

Iran's independence from outside domination proved to be 
the lull before a storm. When signing the mutual non-aggres- 
sion pact with Hitler in August, 1939, the Soviets described 
Iran and the Persian Gulf as the "main area of Soviet aspira- 
tions" for expansion and influence.^ 

Following Germany's declaration of war on the USSR, poten- 
tial German fifth-column operation in Iran posed a serious 
threat to the Soviet resupply lines. Reza Shah was reluctant 
to expel German nationals from Iran; and on August 25, 1941, 
Great Britain and Russia simultaneously invaded Iran. Reza 
Shah abdicated in September. His son, the present Shah, then 
age 22, ascended the throne. 



Nollau, Gtlnther, Russia's Southern Flank; Soviet 
Operations in Iran, Turkey, and Afghanistan , pp. 7,8, Praeger, 
1963. The Soviets expressed similar aspirations in four-power 
treaty talks with Germany in November, 1940. See Wilmot, 
Chester, The Struggle for Europe, p. 71, Harper, 1952. 
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Iran's communist party, the Tudeh Party, meaning "the 
masses," was founded in 1942. 

In January, 1942 Great Britain, Iran, and the USSR signed 
a treaty in which the two great powers agreed to withdraw their 
forces from Iran within six months after cessation of hostil- 
ities . 

Iran declared war on Germany in September, 1943. 

The Soviets conducted a repressive occupation of the north- 
ern Iranian provinces during the war. They would not allow 
British or American personnel to enter their zone, nor would 
they permit agricultural products to leave the zone to feed 
the needier provinces in the south. This latter restriction 
was meant to embarrass the British who occupied the southern 
zone. Furthermore the Soviets demanded oil concessions in the 
north on harsh terms. 

After the war the Soviets refused to remove their troops 
from Azerbaijan Province where they established another 
"popular regime." Under stern pressure from President Truman, 
and under Iranian promises of an oil concession, the Soviets 
finally withdrew in 1946. The Majles later refused to ratify 
the oil agreement. 

Although Iran had obtained yet more favorable terms from 
the Anglo-Iranian Oil Co. in 1949, the nationalistic Prime 
Minister, Mohammed Mosaddeq, nationalized Iranian oil in May, 
1951. 

In September Great Britain imposed an oil embargo on Iran 
which hurt the country badly. Iran lacked the technical and 
managerial skills to successfully market her oil without 
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British help. Mosaddeq broke diplomatic relations with Great 
Britain in August, 1952. 

The Shah challenged Mosaddeq for power in 1953 and felt 
forced to leave Iran. A coup by General Zahedi on August 19, 
1953 brought the Shah back to Iran and to power. The United 
States immediately supplied the Zahedi government with $45- 
million in aid. The U. S. Central Intelligence Agency was 
alleged to have supported the coup in the first place. 

The oil industry was revived with the creation of an 
international oil consortium under U. S. auspices in September, 
1954. The consortium ran the industry in conjunction with the 
National Iranian Oil Co. , with 50% of the profits going to 
Iran. 

Soviet influence to Iran was curtailed sharply with the 
discovery and expulsion of more than 400 communist officers 
in the Iranian Army in 1954. 

Iran joined the U. S. -sponsored Baghdad Pact with Turkey, 
Iraq, Pakistan, and the United Kingdom in 1955. Iraq with- 
drew after a socialist coup in July, 1958. Iran signed a 
bilateral defense agreement with the United States in 1959 
under strong Soviet protest. 

The Shah dissolved the Majles in May, 1961 for its ob- 
structionism against his land-reform program. The first 
land-reform law was introduced in 1962. On January 26, 1963 
the Shah's so-called "White Revolution," embodying land and 
other social reforms, was endorsed through a national refer- 
endum. 
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Iranian relations with the Soviet Union improved after 
1962, the year the Shah declared that no foreign power, imply- 
ing the U. S., would stage offensive missiles on Iranian soil. 
Improved Soviet-Iranian trade and oil agreements were reached 
in 1964. Agreements on mutual fishing, steel, and gas devel- 
opments were signed in 1965. In 1966 Iran bargained for 
$110-million of "non-sensitive" military equipment from the 
Soviet Union. 

Iran continued to depend on the United States and Great 

* 

Britain for the majority of her arms. In response to the 
Soviet deal of 1966, the United States sold Iran the F-4 
Phantom jet in 1967. 

Iran's reliance on the non-communist West for defense 
equipment was strengthened in April, 1972, when the Soviet 
Union signed a 15-year treaty of friendship with Iran's rival, 
Iraq. In October the Shah went to Moscow to reach an agree- 
ment in which the Soviets assented to the Persian Gulf states' 
management of their own affairs. 

On 21 March, 1973 Iran fully nationalized her oil industry 
through negotiation with the oil consortium. In December the 
OPEC states met in Tehran and unilaterally raised their oil 
prices from $3 . 65-per-barrel to $8.30, and a month later to 
$10. 46. 12 



12 

"As OPEC Moves to Boost Oil Prices Again," U. S. News 
and World Report , 29 November 1976, p. 25. 
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Iran's oil revenues and her military budget increased 
significantly, permitting her the substantial arms orders 
from the United States which are the subject of this thesis. 

One of the major justifications for these sales was 
diminished on 6 March 1975 at the Algiers Conference where 
Iran ended her long-standing disputes with Iraq over waterway 
rights, national boundaries, and the Kurdish rebellion. 
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III. IRANIAN SECURITY INTERESTS 



U. S. arms sales to Iran have been most often requested 
and justified on the grounds that Iran is required to insure 
its own physical security. The Shah has said, "Those who 
depend on others for their defence because they do not have 
the means, the guts or the will to provide their own, are no 
longer countries ^ 

In talking about his threats the Shah stated, "Don't 

forget that we have [threats from] four directions, as any 

14 

other country in the world." He adds, "Everybody knows 
that if this country is attacked, we are going to resist..." 16 

A major problem for the U.S. is to measure these threats 
and sell arms accordingly. National sovereignty and self- 
defense are critical and sensitive questions, particularly in 
the evaluation of one country's threats and security problems 
by another. Secretary of Defense Schlesinger noted, "It should 
be remembered, that we are dealing with sovereign nations whose 
perceptions of their defense needs may not coincide with our 
own." 16 



13 

"Persia Once More," The Economist , 31 October 1970, 
Vol. 237, No. 6636, p. vii-vlii. 

14 

"Remarks by Shah On Iran's Policies," The New York 
Times , 24 September 1975, p. 8. 

15 T , 

Ibid. 



16 

U.S. Department of Defense, Annual Defense Department 
Report, Fiscal Year 1976 , U.S. Government Printing Office, 1975. 
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The threats to Iran could indeed come from many directions 
Iran is a non-Arab country in an almost totally Arab environ- 
ment. Additionally Iran has the dubious distinction of being 
the only major Persian Gulf oil-producer to share a common 
border with the Soviet Union. Finally, being extremely de- 
pendent on oil to pay for its development, Iran is quite con- 
cerned about the safety of oil-carrying sea lines of communi- 
cation (S.L.O.C.) from the Persian Gulf out into the Indian 
Ocean . 

These potential threats are examined here, beginning with 
Iran's immediate neighbors, and expanding to the Persian Gulf 
regional area, and to the Indian Ocean and the major powers. 

A. IRANIAN- IRAQI RELATIONS 

Probably the biggest and most visible threat perceived by 
Iran is its neighbor to the west, Iraq. Though smaller in 
land and in population than Iran (one-third Iran's population) 
Iraq poses a paramount threat; both by itself and in combin- 
ation with other factors. 

Since the assassination of Iraqi King Faisel II in July, 
1958, Iran has viewed the radical Baathist-socialist leader- 
ship in Iraq with much concern. At the time of the coup, it 

17 

"caused grave consternation in the Iranian cabinet." 

Almost immediately the status quo changed. A traditional 
monarch had been displaced by a leftist-socialist government. 



17 



Avery, P . , 



Modern Iran, p. 479, Praeger, 1965. 
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In November, 1958 Abd' al-Kassem expanded Iraq's ter- 
ritorial waters to twelve miles, and Iran did likewise. In 
March, 1959 Iraq withdrew from the U. S . -sponsored regional 
military alliance, the Baghdad Pact composed of Turkey, Iraq, 
Iran, Pakistan, and the United Kingdom (U.S. as observer) . 
Iraq's departure undermined any chance of real regional 
security and cooperation. 

1. Shatt al-Arab Dispute 

The next major source of tension between the two 
countries was stirred up in 1959-1960 by the matter of the 
Shatt al-Arab (Arvand-Rud) waterway. This waterway problem 
resulted from the Treaty of Erzerum in 1847 and the Frontier 
Treaty in 1937, which stated that "the International boundary 
should lie in part at the low-water mark on the Iranian side." 
The problem arose with discovery of oil and the development 
of Iranian ports at Khorramshahr and Abadan. Iran's shipping 
channel to the Persian Gulf lay in Iraqi territory. 

Iran claimed that these early treaties were counter to 
the normal practice of setting boundaries on median, or 
"thalweg," lines - a practice which would have given both 
riparian states navigational rights. Iran stated that the 
old treaties were forced on her by the colonial powers, 

Turkey and Britain. 



1 8 

American University, op. cit . , p. 318. See also Chubin, 
Shahram and Sephr Zabih, The Foreign Relations of Iran , 
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For a period of time Iran was forced to pay duties 
to Iraq for use of the waterway. Follow-on meetings were 
called to reduce the unsatisfactory situation, but Iraq was 
generally reluctant to make any changes. 

In 1959 Iran charged Iraq with interfering with its 

ships in the waterway. Both sides issued charges and counter 

charges, and they alerted their armed forces. Neither side 

was willing', however, to push the issue to hostilities. The 

Shah made the following statement about the dispute: 

In the past we had agreements with Iraq on the Shatt al- 
Arab which were never respected by Iraq .. .Naturally a 
river which forms the boundary between two nations can- 
not be used exclusively by one side only. . .We cannot 
accept the imperialistic policy of Iraq in this respect. 
We hope, however, that the government will accept our 
friendship, adopt a good neighborly policy, and not only 
try to settle all outstanding differences but also make 
it possible for the two nations to maintain the best 
possible relations as two good neighbors. 

The boundary matter subsided for a short while, but 
re-emerged in February-May , 1961, when Iraq shut down the 
waterway, stranding ships in Iranian ports and causing re- 
duced production and exportation of Iranian oil. Iraq again 
resisted entering meaningful discussions. Iran agreed to a 
status quo solution, pending the outcome of negotiations 
which never came to pass. 

On both past occasions, Iran felt unprepared mili- 
tarily to extract concessions from Iraq. Then for the third 
time in the decade a confrontation was made over the waterway 
In April, 1969 the Iraqi government informed the Iranians 
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that henceforth the waterway was Iraqi territory, that the 
Iranian flag would be lowered, and that Iranian nationals 
aboard ships transiting Iraqi water would disembark. 

Iran viewed this as an ultimatum and replied firmly. 
Tehran unilaterally annulled the 1937 treaty, alerted its 
naval and air forces, and sent naval escorts with Iranian 
ships transiting the river. The Iraqis protested but made 
no military response. 

Since April, 1969 there has been de facto Iranian use 
of the Shatt al-Arab. Iranians have flown their flag, have 
used Iranian pilots, and have not paid duties to Iraq. 

On 6 March 1975 after talks held in Algeria, Iran 

s' 

and Iraq signed a joint Communique that defined "their mari- 

20 

time borders in accordance with the thalweg line" (middle 
of deepest shipping channel) . 

Although this dispute has ended favorably for Iran, 
it did require Iran to make some concessions. Support to 
the Kurdish rebels in Iraq was ended and the Iranian border 
was closed to them as well. A new border through the disputed 
Nafte al-Shah oil region was also agreed to. 

2 . Kurdish Rebels 

Another major conflict between Iran and Iraq besides 
the Shatt al-Arab has been the Kurdish problem. The Kurds 
are a large ethnic group of almost 2.5 million people, in- 
habiting parts of Syria, Turkey, Iraq, Iran, and the U.S.S.R. 
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In Iran they live in the Zagros Mountains of the Western 
Frontier. In Iraq they live along the border with Iran and 
comprise 15-20% of the population there. They are related 
to the Persians ethnically by religon and by language. They 
do differ, however, in their culture and in their tribal 
organization from other Persians. 

Iran has supported integration of the Kurds into 
Iranian society, and has also developed the Kurdish area of 
the country. Iraq, on the other hand, has been suspicious of 
its 1.5-million Kurds, owing to their Persian ethnic relation- 
ship . 

Since 1932 Iraqi Kurds have sought independence. The 
prevailing level of violence was raised to a civil war in 1961. 
By 1966 Iraq charged Iran with arming and supporting the 
Kurdish rebels. Ineffective cease-fires have occurred since 
that time . 

The Shatt al-Arab agreement in March, 1975 finally 
called for an end to all Iranian support for the Iraqi Kurds. 
This ended one of the major sources of friction between Iran 
and Iraq. 

3 . Soviet Influence 

Iranians have suggested that the Shatt al-Arab agree- 
ments were signed by the Shah in part because of "his appre- 
hension of increasing Soviet influence in that country" 
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(Iraq). Since the Iraqi coup in 1958, Iran has viewed the 
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increasing Soviet presence in Iraq with concern. Not only 
did the Russians sell and give Iraq large quantities of modern 
arms, but also they sent technical and military advisors to 
Iraq and made frequent naval visits to Iraqi ports. If Umm 
Qasr has not become an outright Soviet naval base, it has 
become a major stop for the Soviet Indian Ocean Squadron. 

The Russian presence in Iraq, especially the naval 

presence, has caused the Shah concern. He has often cited 

this concern as a reason for his own armament efforts. He 

* 

fears the combined pressure of the Soviet presence to the 
West in Iraq, Soviet influence to the East in India, and 
Soviet forces to the North along the 1200-mile border with 
Iran. 

4 . Persian Gulf Disputes 

Iran took by force the two Tumb Islands in the Persian 
Gulf near the Straits of Hormuz in December, 1971. The nearby 
island of Abu Musa was obtained the month before by negotiation. 
Iran claimed that these three islands had to be controlled by 
a strong country to prevent rebels from gaining control and 
wrecking havoc with Persian Gulf shipping. Iraq saw this as 
another move toward Iranian hegemony in the area and broke 
diplomatic relations with Iran over the matter. 

There has been friction over Iraqi exploitation of 
a common subterranean oil source near Khaneghain, Iraq and 
Nafte-Shah, Iran. Iran has also allegedly infringed on Iraqi 
territorial waters in the Persian Gulf with off-shore drill- 
ing on the continental shelf. 
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5 . Iranians in Iraq 



One other issue that causes tension between Iran and 
Iraq is the alleged harrassment of Iranian pilgrims visiting 
Islamic holy places in Iraq. Not only pilgrims, but also 
30,000 Iranian citizens who lived and worked in Iraq have 
been persecuted, tortured, and evicted from Iraq. 

B. RELATIONS WITH SAUDI ARABIA 

Iran's relations with Saudi Arabia, the only other major 

Persian Gulf regional power, are generally good. Saudi Arabia 

is the world's largest exporter of oil (Iran is second), and 

also has the largest known oil reserves. 

The two countries have many similarities, including "a 

common concern for the monarchical form of government, strong 

ties with the West and a distaste for, and distrust of, 

22 

Communist intentions." 

Especially since the 1967 War, relations between these 
two important neighbors have been good and the trend is toward 
more cooperation. Until 1967 the largest difference had been 
a border question in the sea bed of the Persian Gulf. This 
matter was successfully resolved in October, 1968 when both 
countries agreed essentially to draw a line down the middle 
of the Gulf. 

Saudi Arabia was favorably impressed over the Shah's 
peaceful acceptance of the Bahrain plebicite in 1971, and 
appreciates the stability Iran now provides for the Persian 
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Gulf. Iran has been impressed by her neighbor's economic 
wealth and ability to play a major role in restoring peace 
in general to the Middle East. 

The two countries hold similar views on the need for 
local peace and stability. They are both opposed to radical 
groups and communist influence. Saudi Arabia's oil minister. 
Sheik Yamani, has stated that "Iran and Saudi Arabia have 
'so many things in common' that 'we benefit from a strong 
Iran. ' ” 23 

Recently an issue has arisen which may well cause concern 
between Iran and Saudi Arabia, namely the OPEC oil prices. 
Iran, in spite of all the Shah's pronouncements, has been a 
hard-liner in desiring higher oil prices. He opted for the 
10%, plus 5% later, increase at the December, 1976 OPEC 
meeting. 

Saudia Arabia, through its influential oil minister, 
strained OPEC relations by announcing that Saudia Arabia and 
the U.A.E. would support only a 5% increase. This single 
action may have spelled the doom of OPEC as an effective 
cartel. Due to the large development plans already underway 
in Iran and the oil revenues required to fulfill them, the 
Saudi stance has had a major negative effect on Iran and on 
many of the other OPEC members. 
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This issue is extremely sensitive and bears careful 
watching. When asked if the pricing policy might cause ten- 
sion, the Shah responded: 

...there never would be conflict involving Iran and Saudi 

Arabia. Differences between myself and Saudi Arabia never 

existed, except at the last meeting of OPEC. "24 

The only other matter which might mar Saudi-Iranian re- 
lations is Persian hegemony. While the Saudis do now ack- 
nowledge that Iranian military might is helpful in providing 
stability to the region, the future remains uncertain. 

Any Iranian expansionist policy to the detriment of her 
Gulf neighbors is likely to put Saudi Arabia in a natural 
role as the Arab leader of the only regional countering force 
available . 

Saudi Arabia is also currently undertaking a major arms 
build-up, and sales are mostly from the U. S. Items include 
F-5 fighters, M-60 tanks, and a large amount of base con- 
struction. (See Appendix G) 

Still it is hard to call this an arms race. "Iran is 
consciously grooming itself as a military power .. .whereas 
Saudi Arabia gives its defence plans a low profile, in spite 
of their size."^ 

Sheik Yamani has stated on this subject that he saw no 
"immediate objection to the United States' proposed arms 
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